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Financial 

Highlights 



1980 


1979 

(dollars in thousands except per share amounts| 

(52 Weeks) 


(53 Weeks) 

Sales. 

$6,468,682 

$5,815,927 

Percent change from prior year. 

11.2 


24.8 

Net earnings. 

$ 90,458 

$ 

98,094 

Percent change from prior year. 

(7.8) 


22.0 

Percent of sales. 

1.4 


1.7 

Percent of average common 
shareholders' equity. 

20.8 


26.3 

Per common share: 

Earnings. 

$ 1.80 

$ 

2.01 

Shareholders' equity. 

$ 9.11 

$ 

8.41 


Corporate Lucky Stores, Inc. is a diversified, high-volume retailer operating 1,511 stores of various 

Profile types in 33 states. Information on the number, size and trade names of the stores of each 

type is on page 7 of this report. 

Operations are conducted through ten divisions and subsidiaries. Four divisions operate 
our food stores and our Gemco and Memco food departments in specific geographic 
areas. Other divisions and subsidiaries operate their respective types of store throughout 
the country. In sales. Lucky is the eighth largest retailer in the United States and the fourth 
largest engaged primarily in food retailing. 

The Company also operates warehouses and distribution facilities, as well as several 
processing plants which supply food and other household products to many of its stores. 


Shareholder Annual Meeting The annual meeting of shareholders will be held this year in Los Angeles on 

Information May 28,1981. Proxies for use at the meeting will be solicited by the separate mailing 

of a notice of the meeting, proxy statement and form of proxy about April 22,1981. 


Annual Report 

Shareholders may obtain at no charge a copy of Lucky's 10-K annual report filed 
with the Securities and Exchange Commission by writing to the Secretary at the 
executive offices. 

Executive Offices 

6300 Clark Avenue, Dublin, California 94566 

Counsel 

Donahue, Gallagher, Thomas & Woods, Oakland, California 

Independent Accountants 

Price Waterhouse &. Co. 

Transfer Agent 

Bank of America, N.T.&S.A., World Headquarters Bldg., 

San Francisco, California 94104 

Registrar 

United California Bank, 405 Montgomery Street, 

San Francisco, California 94104 

Stock Exchange 

Listing 

The common shares of the Company are listed on the New York and Pacific 

Stock Exchanges, symbol LKS. 
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2. Lucky Stores, Inc. 


President's Report 



Lucky again achieved record sales, which increased eleven percent in 1980 to nearly 
$6.5 billion. All operating divisions and subsidiaries, with the exception of restaurants, 
increased sales even though comparisons are to a 53-week year in 1979. 

Earnings were $90.5 million in 1980, eight percent below the previous year. The decline 
is p rim arily attributable to the effect of the recessionary environment which prevailed 
most of the year and to a significantly higher LIFO charge. Primary earnings per common 
share, after preferred dividends, were $1.80 compared with $2.01 in 1979. The LIFO charge 
of $38 million in 1980, against $27 million the previous year, accounted for more than 
half of the difference in per share earnings. Fully diluted earnings were $1.76 per share. 

Though the LIFO method of valuing inventories reduces earnings during inflationary 
periods, it more closely matches current merchandise costs with current sales revenues and 
increases the amount of cash available to support our business growth. At current rates 
of interest, this is a substantial benefit to Lucky. 

Lucky continues to be a well balanced company... having achieved both geographic 
and store-type diversity.. .with 46 percent of earnings derived from food stores, 26 percent 
from department stores and 28 percent from specialty stores, fabrics and automotive. 

Return on average common shareholders' equity was 20.8 percent, continuing above the 
20 percent level for the seventeenth consecutive year. This rate of return is well above 
reported industry medians. The median return over the latest five years reported by Forbes 
was 12.5 percent for 35 general retailers, 15 percent for 42 supermarket chains, and 15.8 
percent for 1,041 of the largest American corporations in all industries. 

Dividends paid in 1980 were at a rate of 28 cents per quarter, or $1.12 per common share 
for the fiscal year. This was 12 percent more than paid in 1979. 

Operating results varied widely among the segments of our Company, primarily reflect¬ 
ing the differing impact of the recession on categories of merchandise and the geographic 
areas of the country. Specific comments relating to each segment appear in more detail 
in the management discussion section which follows. However, on an overall basis our 
food divisions did reasonably well, with real strength all year in Northern California and 
steady improvement in the Midwest... which had been the area hit earliest by the slow¬ 
down in the economy. Manufacturing and processing plants again made important 
contributions to food store profitability. 

General merchandise sales started strongly in the first quarter, but slowed abruptly 
when credit restrictions were imposed in the spring and have yet to regain significant 
strength. Customers served by our department stores have been financially squeezed by 
inflation in housing, energy, and transportation costs. They remain cautious spenders, 
buying basics and avoiding large purchases such as major appliances and jewelry. Apparel 
and home furnishings sales have also suffered from this trend. 

Fabrics and automotive benefited from people's desire to "do it yourself/ though it was 
not a good year for the tire portion of the Automotive Division. For restaurants, 1980 was 
a very difficult year 

Lucky ended the year with 1,511 retail stores operating in 33 states. We opened 146 stores 
and acquired 11 for a total of 157 new units. During the year 101 marginal or outmoded 
stores were sold or closed... three times more than we have ever closed in a single year. 

In addition, the 17 remaining May's Drug stores and the candle plant were sold. In 1981 we 
expect to open approximately 159 new stores and close about 50, increasing total retail 
space by six percent. 

Substantial increases in warehousing and distribution capacity are underway. These 
represent a major investment in the future of our food and general merchandise operations. 
A 496,000 square foot grocery and nonfood distribution center in Houston began operat¬ 
ing in October. Also in October we began shipping produce from the facility at Irvine in 
Southern California. The grocery portion of this 913,000 square foot warehouse will 
be in use in April 1981. Construction continues on schedule in Westville, Indiana for a 
fall opening of the 550,000 square foot full-line grocery warehouse designed to complement 
the Milan, Illinois distribution center in serving the expanding needs of our Midwestern 
Food Division. 

Our Valley Division opened a large new warehouse in Phoenix to supply the Checker 
automotive stores throughout the West. A sophisticated flat-goods sorter was installed in 
our Pico Rivera apparel distribution center in Southern California and the Atherton 
Division expanded its distribution capacity to serve the Pic-A-Dilly and Ifs-A-Dilly stores. 
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Total capital expenditures for the year were $147 million... up from $93 million in the 
prior year. This investment in expansion of our store base and backstage facilities and in 
keeping our stores in first class condition included: $54 million for new stores, $39 milli on 
for existing stores, $37 million for new and $17 million for existing support facilities. The 
major remodeling of 37 food and department stores was completed during the year. 

Food store scanning installations increased from 22 in 1979 to 47 at the end of 1980. 

These will more than double in 1981. Computer processing capacity in the divisions and 
subsidiaries and at the Dublin computer center was increased substantially during the year. 

During 1980 we improved our financial capacity to support our Company's growth. 

A note and debenture offering raised $100 million at an effective interest rate of 11.5 
percent. A $100 million short-term line of credit, with a provision for conversion to a term 
loan, was established with a group of banks. The Company applied for commercial paper 
ratings and was accorded the highest rating by all three agencies. 

The 1980 year saw a continuation of management transitions in several areas of the 
Company. This was my first year as Chief Executive Officer, Bud Fisher having retired from 
that role at the end of the 1979 fiscal year. John Lillie is in his second year as Executive 
Vice President. Fred Ferroggiaro became an Honorary Director and Jim Stell made 1980 his 
last year, retiring as Vice Chairman after nearly 30 years of contribution to Lucky. Three 
new Directors joined Lucky's Board: Stanley Hiller, Jr., Melvin Lane and John Lillie. 

The continued recognition and development of capable people provides Lucky with one 
of its most valuable assets. Peter Harris became President of the Department Store Divi¬ 
sion, and Morris Jarvis assumed the same role in the Hancock Subsidiary when Robert 
Tedford retired in April. Three executives were elected Corporate Vice Presidents: Donna 
DeMoss-Treasurer; Frank Dorsey-Warehousing, Distribution and Store Systems; and Wally 
Nelsen-Produce Merchandising. We lost a valued friend when Chet England, Vice Presi¬ 
dent-Bakery, died at mid-year after a long illness. 

This has been a challenging year. As a company we have had to cope with an economy 
which did not produce real growth. Inflation increased expenses, especially energy costs. 
Competition was intensified by overstoring in certain marketing areas and by more 
aggressive promotional activity, as all retailers sought a bigger share of those dollars con¬ 
sumers were willing to spend. We incurred the costs of entering new marketing areas. 
Strikes affected food and department stores in Northern California for five weeks at the 
beginning of the year and for a shorter period in Houston during the fall. 

Most forecasts indicate that inflation will remain high in 1981 and that economic 
recovery will come slowly as the year progresses. Lucky remains a strong company and our 
stores are well positioned to benefit from an improving economy. While dealing with the 
challenges of this past year, we have also devoted substantial attention to focusing our 
energies and allocating our resources to those areas which offer the most promising 
future benefits. 

In 1981 we celebrate our 50th year. In May 1931, six small food stores, employing less 
than 100 people, joined together as Peninsula Stores, Ltd., the predecessor of Lucky Stores. 
We have grown to more than 1,500 stores with 65,000 employees devoted to meeting the 
needs and expectations of the more than eight million customers who shop our various 
retail stores each week. Growth can be properly viewed as a scorecard of customer satisfac¬ 
tion. The key to each of our businesses remains our commitment to offering recognizable 
value to customers and to serving them exceptionally well. 

Our thanks to our shareholders, directors, customers and employees for their contribu¬ 
tions in making Lucky the eighth largest retailer of any type in die United States. 



S. DONLEY RITCHEY 
President and 
Chief Executive Officer 

March 27,1981 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 



4. Lucky Stores, Inc. 


Management 
Discussion and 
Analysis 


Sales 

(S millions) 



Pretax Earnings 

IS millions) 



76 77 78 79 80 


till LIFO Charge 
Income Taxes 
■0 Cash Dividends 
HI Retained Earnings 


Net Earnings 
IS millions) 



76 77 78 79 80 


Financial Condition 


The financial condition of the Company 
is very sound. At the yearend, cash and 
short-term securities were over $64 million; 
working capital reached $273 million, an 
increase of $40 million dining the year. 

Operations provided about $101 million, 
over and above the $57 million paid to 
shareholders as cash dividends. An addi¬ 
tional $100 million was provided by the sale 
in June 1980 of $50 million in seven-year 
notes and an equal amount in 25-year sink¬ 
ing fund debentures. This borrowing was a 
necessary supplement to cash flow from 
operations in order to support the 1980-81 
capital expenditure program. 

In addition to increased expenditures 
for new stores and remodels of present 
stores during 1980 and 1981, three large new 
warehouses are being built in our food 
divisions. The total cost of these warehouses 
will be about $90 million, of which $28 
million was in 1980 and the balance will be 
in 1981 capital expenditures. 

Lucky has normally financed the land 
and buildings for its distribution facilities 
through real estate subsidiaries which mort¬ 
gage the properties to institutional lenders. 
Financing of this or a similar type is con¬ 
templated for the two warehouses which 
will be completed in 1981. 


Capital expenditures in 1981 for new store 
equipment, remodels of present stores and 
additions to facilities other than the new 
warehouses will be about $130 million and 
are expected to be financed by internally 
generated funds. It is the Company's practice 
to lease its store buildings, so investment of 
its own funds is not required. 

To finance requirements for seasonal 
increases in inventory and other short-term 
needs, Lucky has a $100 million revolving 
credit and term loan agreement with a 
group of banks. Negotiations are in progress 
on a new agreement which will increase the 
available credit to $150 million at more 
favorable interest rates. 

During 1980 Lucky applied for and 
received commercial paper ratings which 
will enable us to finance our short-term 
requirements by issuing commercial paper 
when the interest rates are more favorable 
than for bank borrowings. 

In summary, the Company has adequate 
capital resources to carry out its planned 
expenditure program for the coming year 
and to maintain the liquidity required for 
its operations. 
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5. Lucky Stores, Inc. 


Common Shareholders' Dividends Paid Per Capital Expenditures 

Equity Common Share (S millions) 



76 77 78 79 80 76 77 78 79 80 76 77 78 79 80 


Results 
of Operations 


The results of the Company's operations 
in 1980 should be viewed in the light of the 
economic conditions which affected retail¬ 
ing. Continued double-digit inflation, 
income tax "bracket creep" and soaring 
energy costs cut into discretionary dispos¬ 
able income. Credit controls and high 
interest rates slowed credit sales, particularly 
of more expensive items. Consumer atti¬ 
tudes, reflecting continuing high unemploy¬ 
ment, were cautious. All of these factors 
combined to produce a year in which sales 
growth for the retail industry generally was 
little above the rate of inflation. 

Lucky's 1980 sales (for 52 weeks) were up 
11 percent from the prior year (53 weeks). 

If the extra week is removed from 1979, 
sales for 1980 were up about 13 'A percent; 
although less than Lucky's average sales 
growth of recent years, this was above both 
the industry average for 1980 and the rate of 
inflation. Operating results varied consider¬ 
ably among the different segments of the 
Company's business, however, and these 
should be viewed individually. 

Food stores, which represent the largest 
segment in both sales and profits, showed 
modest growth in real sales, in spite of the 
severity of the recession in the Midwest and 
increased competitive pressures in all oper¬ 
ating areas. Food store profits before income 
taxes declined by about $6 million, but this 
was after a LIFO charge which was $8 mil¬ 
lion greater than last year. In other words, 
the decline in pretax earnings resulted more 


from writing off the effects of inflation 
on the inventory than from a decline in 
operating effectiveness. 

The department store segment was the 
most severely hurt by the economic slow¬ 
down. Sales, excluding new stores, barely 
kept pace with inflation, and in the vital 
fourth quarter failed even to do that. Pretax 
profit declined nearly $16 million from 1979, 
of which $5 million resulted from higher 
LIFO charges. The rest of the decline resulted 
from sluggish sales, especially in big ticket 
items such as major appliances and jewelry, 
from shaving gross margins to maintain 
competitive position and from continued 
increases in operating expenses such as 
wages and utilities. 

Specialty stores consist primarily of two 
major groups-Pic-A-Dilly and It's-A-Dilly 
women's apparel stores and Yellow Front 
family department stores. We ended the 
year with one fewer of the apparel stores 
than we had at the beginning, having 
opened 21 and closed 22. Fourteen Yellow 
Front stores were opened and six were 
closed. Although neither group showed 
strong sales growth during the year, both 
produced gains in pretax profit. Modest 
gains were realized in the women's apparel 
stores, despite rising operating expenses. 
Gains in die family department stores were 
quite good, considering the 1980 economic 
climate. Gross margins were improved and 
increases in operating expenses were 
carefully controlled. In the third specialty 
store group, the 18 L&G Sporting Goods 
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6. Lucky Stores, Inc. 


Five-Year Summary 
of Significant 
Financial 
Information 


(in thousands except per share amounts) 

1980 

1979 

1978 

1977 

1976 

Sales. 

$6,468,682 $5,815,927 $4,658,409 $4,035,369 $3,637,754 

Net earnings. 

Earnings per common share - 

90,458 

98,094 

80,400 

66,475 

52,239 

Primary. 

1.80 

2.01 

1.72 

1.41 

1.11 

Fully diluted. 

Cash dividends per 

1.76 

1.93 

1.64 

1.34 

1.06 

common share. 

1.12 

1.00 

.83 

.71 

.63 

Total assets. 

Long-term obligations- 

1,400,601 

1,221,547 

1,042,846 

905,755 

725,206 

Operating companies ... 

Real estate subsidiaries.. 

128,489 

106,946 

42,624 

110,415 

59,937 

113,476 

72,172 

71,775 

72,201 

64,844 

Capital lease obligations 

(long-term portion). 

Redeemable preferred and 

179,358 

156,767 

129,627 

126,669 

122,141 

preference shares. 

Common shareholders' 

17,500 

18,852 

2,921 

4,426 

4,773 

equity. 

451,613 

406,079 

331,430 

279,527 

242,577 


Results for 1979 include 53 weeks; 1979 and 1980 reflect use of the LIFO method of accounting for inventories. 


Results 
of Operations 

(continued) 


stores, profits were below last year as gross 
margins declined under competitive pres¬ 
sures. Recently opened stores (three opened 
in 1979 and two in 1980) made a positive 
contribution to profits this year. The 17 
May's Drug stores in the Midwest were sold 
at the end of the third quarter 1980. 

In common with most of the over-the- 
counter fabric industry, 1980 fabric sales 
were almost flat compared with the prior 
year. Eliminating the effect of the extra 
week in 1979, retail sales were up about 3 'A 
percent, which is less than the rate of infla¬ 
tion for this type of merchandise. Sales 
at wholesale declined slightly as the result 
of tighter controls placed on credit sales. 
Nevertheless, pretax profits were up by more 
than $3 million, a 25 percent increase over 
1979. About $2 million of this was from 
lower LIFO charges, as the applicable 
indexes dropped by more than one-third 
from their 1979 levels. The rest represents 
gross margin improvements resulting from 
a better retail merchandise mix in 1980. 

For the restaurants, it was a year of con¬ 
solidation in an effort to reduce operating 
costs, strengthen supervision and improve 
controls. Forty-three Sirloin Stockade res¬ 
taurants, including many of those farthest 
from the Oklahoma City commissary, 
were franchised, subleased or closed during 
the year In addition, four were converted 
to the new "Cinder's" format, featuring 
barbecued chicken and ribs. Twelve addi¬ 
tional closings are planned for 1981. These 
moves, which were largely accomplished 


dining the second half of the year, could not 
overcome the effects of declining sales, 
depressed gross margins and rising wage 
costs which have affected not only Sirloin 
Stockade, but virtually the entire self-service 
family restaurant industry. However, they 
have eliminated the source of the most 
serious losses. The stores that remain in 
operation were profitable in 1980. 

Automotive sales showed strong gains 
over 1979-up 15 percent in total sales and 
nearly 10 percent in comparable stores. This 
is almost twice the apparent rate of inflation 
for automotive merchandise, and thus 
represents substantial real growth. Most of 
the gain occurred in parts and accessories; 
tire sales were almost the same as last year. 
Profits suffered from the continued weak¬ 
ness in tire sales and from the costs associ¬ 
ated with entry by Dorman's into the Los 
Angeles-Orange County market and by 
Checker into die Dallas-Ft. Worth area. 
Although these costs contributed to an 
essentially flat year for the automotive seg¬ 
ment, entering new markets is important 
to the Company's continued growth. 

Discussion of operating results for 
1980 necessarily includes reference to the 
influence of inflation. Comments appro¬ 
priate to an understanding of its influence 
on the individual segments of our business 
are included above. A more general dis¬ 
cussion of the effects of inflation on the 
financial statements as a whole is contained 
in the financial review under "Supplemen¬ 
tary Inflation Information." 
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7. Lucky Stores, Inc. 


Store Information 




Plan 1981 

1980 

1979 

(yearend square feet in thousands) 

Food stores 

Discount centers Average 31,000 square feet 



• Lucky 

• Eagle 

• Food Basket 

Opened 

32 

30 

26 

Acquired 

- 

- 

15 

• Kash N' Karry 

Closed 

4 

4 

- 


Converted from supermarkets 

- 

7 

16 


Year end -stores 

367 

339 

306 


-square feet 

11,280 

10,373 

9,486 


Supermarkets Average 21,000 square feet 





Acquired 

- 

11 

45 


Closed 

9 

14 

5 


Converted to discount centers 

- 

7 

16 


Year end -stores 

184 

193 

203 


-square feet 

3,950 

4,144 

4,236 

Department stores 

Average 110,000 square feet 




• Cemco 

• Memco 

Opened 

6 

7 

4 

Year end -stores 

89 

83 

76 


-square feet 

9,870 

9,211 

8,429 

Specialty stores 

Range from 3,500 to 14,000 square feet 




• Pic-A-Dilly 

• ICs-A-DiUy 

• Le)G 

Opened 

33 

37 

46 

Closed 

6 

46 

11 

• Yellow Front 

Year end -stores 

340 

313 

322 


-square feet 

2,190 

2,033 

2,144 

Fabric stores 

Average 16,000 square feet 




• Hancock 

• Fabric Warehouse 

Opened 

18 

17 

5 

Closed 

12 

8 

6 


Year end -stores 

173 

167 

158 


-square feet 

2,650 

2,594 

2,527 

Restaurants 

Average 4,000 square feet 




• Sirloin Stockade 

• Fred Gang's 

• Cinder's 

Opened 

1 

9 

12 

Closed 

12 

43 

4 


Year end -stores 

125 

136 

170 


-square feet 

5 60 

592 

724 

Automotive 

Range from 3,500 to 9,000 square feet 




• Kragen 

• Dorman's 

• Checker 

Opened 

69 

46 

29 

Closed 

7 

3 

1 


Year end -stores 

342 

280 

237 


-square feet 

1,440 

1,230 

1,050 

7 btal 

Opened or acquired 

159 

157 

182 


Closed 

50 

118 

27 


Year end -stores 

1,620 

1,511 

1,472 


-square feet 

31,940 

30,177 

28,596 


sales per square root or net seumg space 

Food stores 

$430 

$413 

Department stores 

$294 

$287 

-Excluding food department 

$223 

$220 
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8. Lucky Stores, Inc. 


Consolidated. 

Earnings 


Years ended February 1,1981, February 3,1980 
and January 28,1979 

1980 

1979 

1978 

{in thousands except per share amounts) 

(52 weeks) 

(53 weeks) 

(52 weeks) 

Sales. 

Cost of goods sold. 

$6,468,682 

4,964,689 

$5,815,927 

4,457,113 

$4,658,409 

3,543,460 


1,503,993 

1,358,814 

1,106,218 

50,383 

21,750 

1,114,949 

896,074 

44,191 

18,500 

Expenses: 

Selling, general and administrative. 

Depreciation and amortization. 

Interest, net of interest income of 
$7,779, $4,876 and $5,649. 

1,2,60,874 

58,347 

24,544 

Earnings before income taxes. 

Income taxes. 

1,343,765 

160,228 

69,770 

1,178,351 

180,463 

82,369 

958,765 

156,184 

75,784 

Net earnings. 

$ 90,458 

$ 98,094 

$ 80,400 

Earnings per share: 

Primary. 

Fully diluted. 

$ 1.80 

$ 1.76 

$ 2.01 

$ 1.93 

$ 1.72 

$ 1.64 


See Financial Review. 
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9. Lucky Stores, Inc. 


Consolidated 
Balance Sheet 


At February 1,1981 and February 3,1980 
(in thousands) 

1980 

1979 

Assets 

Current assets: 

Cash. 

Short-term securities at cost. 

Receivables. 

Inventories. 

Prepaid expenses and supplies. 

Reimbursable costs of property 
under development. 

$ 38,802 

25,500 

38,673 

546,196 

24,510 

69,376 

$ 41,144 

987 
41,908 
530,328 
29,630 

39,060 

Total current assets. 

Property and equipment at depreciated cost: 

Operating companies. 

Real estate subsidiaries. 

743,057 

360,177 

104,408 

683,057 

263,275 

108,287 

Property under capital leases, less $82,718 and 

$82,702 accumulated amortization. 

Licenses, receivables and other assets. 

Excess of cost over net assets acquired. 

464,585 

157,960 

21,677 

13,322 

371,562 

138,004 

14,355 

14,569 

Total assets. 

$1,400,601 

$1,221,547 


Liabilities and Shareholders' Equity 
Current liabilities: 


Accounts payable. 

Current instalments on long-term obligations. 
Current portion of capital lease obligations.... 

Accrued income taxes. 

Accrued payroll and employee benefits. 

Accrued sales, payroll and property taxes. 

Other accrued liabilities. 

$ 257,295 

8,412 

6,418 

22,753 

68,348 

32,827 

73,691 

$ 257,813 
8,529 
6,438 
21,392 
62,488 
35,834 
56,784 

Total current liabilities. 

469,744 

449,278 

Long-term obligations-instalments 
due after one year: 

Operating companies. 

128,489 

42,624 

110,415 

Real estate subsidiaries. 

106,946 

Capital lease obligations. 

179,358 

156,767 

Deferred workers' compensation claims. 

22,957 

19,366 

Deferred income taxes. 

23,994 

18,166 

Contingencies-litigation. 

Redeemable preferred and preference shares, 
authorized 100,000 shares, $50 par value; 

5,000,000 shares without par value 
(redemption value $23,064 and $24,811). 

17,500 

18,852 

Common shareholders' equity: 

Common shares, authorized 100,000,000 
shares, $1.25 par value. 

62,570 

61,478 

Capital in excess of par value of shares issued. 

187,854 

176,934 

Retained earnings. 

201,189 

167,667 

Total common shareholders' equity. 

451,613 

406,079 

Total liabilities and shareholders' equity. 

$1,400,601 

$1,221,547 


See Financial Review. 
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10 : Lucky Stores, Inc. 


Consolidated. y ears elK j e( j February 1,1981, February 3,1980 and January 28,1979 

Changes in (in thousands) 1980 

1979 

1978 

financial position „ , . _ . , 

Sources of Working Capital 




Net earnings. 

$ 90,458 

$ 98,094 

$ 80,400 

Expenses not affecting working capital: 




Depreciation and amortization. 

58,347 

50,383 

44,191 

Deferred income taxes. 

5,828 

2,593 

4,329 

Deferred workers' compensation claims 

3,591 

8,008 

3,970 

Total from operations. 

158,224 

159,078 

132,890 

Issuance of shares in acquisitions. 


19,956 

1,185 

Disposition of property and equipment.... 

5,141 

3,728 

4,326 

Disposition of property under capital leases 

2,871 

243 

314 

Conversion of convertible securities and 




exercise of stock options. 

12,012 

23,100 

9,079 

Long-term borrowings: 




Operating companies. 

100,213 

9,238 

948 

Real estate subsidiaries. 



45,365 

Capital lease obligations. 

32,375 

34,286 

9,315 

Total sources. 

310,836 

249,629 

203,422 

Uses of Working Capital 




Cash dividends. 

56,936 

49,501 

37,576 

Additions to property and equipment: 




Operating companies. 

146,794 

93,217 

57,184 

Real estate subsidiaries. 



45,365 

Additions to property under capital leases. 

32,375 

34,286 

9,315 

Reduction of long-term obligations. 

7,215 

9,688 

12,429 

Reduction of capital lease obligations. 

9,784 

7,146 

6,357 

Conversion of convertible securities. 

11,856 

20,722 

7,059 

Increase in licenses, receivables 




and other assets. 

6,342 

3,069 

1,245 

Total uses. 

271,302 

217,629 

176,530 

Working capital increase. 

$ 39,534 

$ 32,000 

$ 26,892 

Analysis of Working Capital Changes 




Increase (decrease) in current assets: 




Cash. 

$ (2,342) 

$ 16,603 

$ 10,941 

Short-term securities. 

24,513 

(12,013) 

(1,429) 

Receivables. 

(3,235) 

6,641 

5,810 

Inventories. 

15,868 

54,744 

86,824 

Prepaid expenses and supplies. 

(5,120) 

4,669 

3,360 

Reimbursable costs of property 




under development. 

30,316 

32,110 

(32,644) 


60,000 

102,754 

72,862 

(Increase) decrease in current liabilities: 




Accounts payable. 

518 

(37,662) 

(28,312) 

Current instalment on long-term obligations 

117 

(4,897) 

402 

Current portion of capital lease obligations 

20 

(499) 

(107) 

Accrued income taxes. 

(1,361) 

7,720 

2,215 

Accrued payroll and employee benefits 

(5,860) 

(18,168) 

(10,276) 

Accrued sales, payroll and property taxes 

3,007 

(1,676) 

(6,394) 

Other accrued liabilities. 

(16,907) 

(15,572) 

(3,498) 


(20,466) 

(70,754)- 

(45,970) 

Working capital increase. 

39,534 

32,000 

26,892 

Working capital beginning of year. 

1 

N 

3 

201,779 

174,887 

Working capital end of year. 

$273,313 

$233,779 

$201,779 

See Financial Review. 
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11. Lucky Stores, Inc. 


y j 


Consolidated Ishares and amounts ' 

Shareholders! in thousands) 

Investment 

Balance, January 29,1978. 

Net earnings for 1978. 

Dividends: 

Preferred and preference. 

Common- 

Cash $.83 a share. 

Common shares, 3% (at approximate 

market value). 

Issuance of preference shares for 

Regal acquisition. 

Conversion of convertible securities and 

exercise of stock options. 

Balance, January 28,1979. 

Net earnings for 1979. 

Dividends: 

Preferred and preference. 

Common-$1.00 a share. 

Issuance of common shares in Scolari's 

pooling of interests. 

Issuance of preference shares for Tampa 

acquisition. 

Conversion of convertible securities and 

exercise of stock options. 

Balance, February 3,1980. 

Net earnings for 1980. 

Dividends: 

Preferred and preference. 

Common-$1.12 a share. 

Conversion of convertible securities, 
exercise of stock options and redemption 

of preferred shares. 

Balance, February 1,1981. 

See Financial Review. 
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_ Common shareholders' equity _ 

_ , Capital in excess 

_Common shares_ 0 f par va i ue 0 f Retained 

Shares Amount shares issued earnings 

45,179 $56,474 $132,666 $ 90,387 

80,400 

(168) 

(37,408) 




1,262 

1,578 

15,428 

(17,006) 

16 

1,185 





(54) 

(2,690) 

696 

870 

8,209 


50 

2,921 

47,137 

58,922 

156,303 

116,205 


98,094 


(1,249) 

(48,252) 




300 

375 

(288) 

2,869 

226 

17,000 





(21) 

(1,069) 

1,745 

2,181 

20,919 


255 

18,852 

49,182 

61,478 

176,934 

167,667 


90,458 


(1,468) 

(55,468) 

(19) (1,352) 874 1,092 10,920 _ 

236 $17,500 50,056 $62,570 $187,854 $201,189 


Redeemable 
preferred and 
preference shares 
Shares Amount 

~88 $ 4,426 
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12. Lucky Stores, Inc. 


Financial Review 


Financial Review The purpose of this financial review is to which in the statements are shown in thou- 

1980 provide the additional information that may sands, are shown in the financial review in 

be necessary for a clear understanding of millions for easier reading, 

the financial statements. Dollar amounts, 


Summary of 
Accounting 
Policies 


Lucky's accounting policies conform with 
generally accepted accounting principles, 
are appropriate to the Company's business 
and have been consistently applied, except 
when changes are required by altered 
business conditions or by authoritative 
accounting pronouncements. The significant 
policies are described here to aid in under¬ 
standing and evaluating the consolidated 
financial statements and other information 
in this report. 

Consolidation The consolidated financial 
statements include accounts and operating 
results of all subsidiaries. All significant 
intercompany accounts and transactions 
have been eliminated. 

Sales include the rent received from con¬ 
cessions in membership department stores, 
but not the sales made by the concessions. 

Inventories prior to 1979 were valued at the 
lower of cost (first-in, first-out or average) 
or market. Beginning in 1979, substantially 
all inventories have been valued at cost 
determined by the last-in, first-out method. 

Depreciation is computed for the financial 
statements using the straight-line method 
and the estimated useful lives of buildings, 
fixtures and equipment. Leasehold costs 
and improvements are amortized over their 
estimated useful lives or the remaining 
lease term, whichever is shorter. 

Maintenance and repairs are charged to 
expense as incurred and major improve¬ 
ments are capitalized. 

Property under capital leases is amortized on 
a straight-line basis over the life of the lease. 
Investment tax credits reduce income taxes 
in the year eligible equipment is put into use. 


Interest cost of properties under development 
is capitalized in accordance with the pro¬ 
visions of Financial Accounting Standards 
Board Statement No. 34 issued in 1979. 

Preopening costs of new stores are charged 
to expense in the year the store opens. These 
costs are primarily labor to stock the store, 
preopening advertising, store supplies and 
other expendable items. 

Closed store costs Future costs relating to 
closed stores are charged to income in the 
year the costs can be determined, usually 
when the store is subleased for the remaining 
term of the lease. 

Pension plan costs, including current service 
costs and amortization of past service costs 
(generally over 30 years), are charged to 
expense and funded by contributions to the 
Trusts each year. 

Excess of cost over net assets acquired 
relates primarily to acquisitions before 1971. 
Amounts assigned to operations which 
management determined to have a limited 
life have been amortized using the esti¬ 
mated life. The remainder is not being 
amortized, because management believes 
it represents an asset with continuing value. 

Earnings per share Primary earnings per 
share represent net earnings after preferred 
and preference dividends, divided by the 
weighted average number of common shares 
outstanding-49,551,130 for 1980,48,292,309 
for 1979 and 46,691,854 for 1978. Fully 
diluted earnings per share give effect to 
shares that may be issued for convertible 
securities and stock options where the effect 
is to dilute earnings per share. 


Inventories 


During 1979 we changed our method of 
determining the cost of approximately 90% 
of our inventories from the first-in, first-out 
(FIFO) method to the last-in, first-out (LIFO) 
method; we believe that in an inflationary 
era the LIFO method will more closely 
match current merchandise costs with 
current sales revenues. In accordance with 
generally accepted accounting principles 


for changes of this type, prior years were 
not restated. 

The effect of the change was to reduce 
1979 net earnings by $13.5 million or 284 
per share. The current cost of inventories 
exceeded the LIFO cost by $65.0 million 
at February 1,1981, and $27.0 million at 
February 3,1980. 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 





13. Lucky Stores, Inc. 


Financial Review (continued) 


Capital 

Expenditures 


Financing 


Capital expenditures for 1980 were $146.8 and $92.8 million to equip new stores and 
million compared with $93.2 million in 1979. remodel existing stores. Our investment 
Total expenditures included $54.0 million in property and equipment at each yearend 
for warehouse and distribution facilities was as follows: 


Property and equipment 

Operating 

companies 

Real estate 
subsidiaries 


1980 

1979 

1980 

1979 

Buildings 

Leasehold costs and improvements 

Fixtures and equipment 

$ 49.9 
73.5 
474.2 

$ 19.7 

55.8 

400.0 

$ 93.9 

11.0 

S 94.1 

11.0 

Less accumulated depreciation 

597.6 

475.5 

104.9 

105.1 

and amortization 

244.8 

216.3 

25.6 

22.0 


352.8 

259.2 

79.3 

83.1 

Land 

7.4 

4.1 

25.1 

25.2 

Total 

$360.2 

$263.3 

$104.4 

$108.3 


The real estate subsidiaries are wholly 
owned by Lucky, and their properties are 
leased to Lucky. The properties have been 
financed through various institutional 
lenders with mortgages equal to the original 
investment and are pledged to secure the 
mortgage notes payable. This method of 
financing has allowed Lucky to own these 
properties with no initial down payment. 

At February 1,1981 reimbursable costs 
of property under development include 


$33.7 million that will be held by consolidated 
real estate subsidiaries and $35.7 million held 
for sale and leaseback. We have long-term 
financing commitments for approximately 
$16.6 million of the properties and are in 
the process of obtaining long-term financing 
for the remaining properties. 

Expenditures for new facilities included 
$5.4 million in 1980 and $1.0 million in 1979 
of interest capitalized as part of the cost of 
properties under development. 


In addition to working capital supplied by 
operations, Lucky provides for its expansion 
program through various short-term and 
long-term borrowings. 

Short-term borrowings In June 1980 
the Company entered into a $100 million 
revolving credit and term loan agreement 
with a group of banks. This agreement 
permits Lucky to borrow on a revolving basis 
during the first three years at a rate of 105% 
of the higher of the prime rate or the rate 
for 90-day secondary market certificates of 
deposit. At the end of three years, the 
Company may convert borrowings then 
outstanding to a three-year term loan bear¬ 
ing interest at 110% of the prevailing prime 
rate. No compensating balances are required 
under this agreement, but the Company 
is obligated to pay an annual commitment 
fee of H of 1% on the unused portion. 

No amounts have been borrowed under 
this agreement. 


Long-term obligations The 1980 yearend 
balances, excluding $8.4 million current 
instalments, are: 


Operating companies: 

8!4% sinking fund debentures, due in 1996 S 17.0 
6V*% convertible subordinated debentures, 
due in 2000 5.4 

IVA% notes, due in 1987 50.0 

11 3 A% sinking fund debentures, due in 2005, 
less $0.4 discount 49.6 

Other_ 6.5 


Tbtal_$128.5 


Real estate subsidiaries: 

514% to 9V*% mortgage notes_$106.9 


The 8K% sinking fund debentures, which 
were issued in 1971, are callable at prices 
decreasing from 104.25% of face value 
in 1981 to 100% in 1991 and require annual 
sinking fund deposits of $1.25 million 
through 1996. The 6V*% convertible sub¬ 
ordinated debentures were issued in July 
1975. They are callable at prices decreasing 
from 104.73% in 1981 to 100% after July 1995. 
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14. Lucky Stores, Inc. 


Financial Review (continued) 


Financing 

(continued) 

Annual sinking fund requirements of $2.75 million beginning in June 1989. 

$2.2 million are met through 1997 as a result Required sinking fund deposits and prin- 
of conversions. The debentures are con- cipal payments on long-term debt in each 

vertible into 71 common shares for each of the four years after 1981 are: 

Cl tlimicanrl nf nrinrinal TVip 11V4°/£ nnfpfi 


were issued in June 1980 and may be 

rpHpprriprl in whnlp nr in part at. any time. Fiscal year 

Operating 

companies 

Real estate 
subsidiaries 


commencing in June 1985. The 11?4% sinking 1982 

fund debentures were issued in June 1980, 

are redeemable at prices decreasing from 1985 

$2.8 

1.2 

1.7 

1.7 

$3.5 

3.7 

4.0 

4.2 


and require annual sinking fund deposits of 




Long-term 

Leases 


Most of our stores and some of our other 
facilities are leased from outside parties. 
Many of the leases have renewal options for 
periods ranging from five to thirty years. 
Some give us the option to buy the property 
at certain times during the initial lease term 
for approximately its estimated fair market 
value at that time, and some require Lucky 
to pay taxes and insurance on the leased 
property. 

Rent expense comprises: 



1980 

1979 

1978 

Minimum rent under 
operating leases 

$61.1 

$56.4 

$46.7 

Additional rent based on 
sales under all leases 

16.1 

13.7 

9.8 

Total 

$77.2 

$70.1 

$56.5 


Future minimum lease payments under 
capital and operating leases as of February 1, 
1981 are as follows: 


Fiscal 

Operating 

Capital 

year 

leases 

leases 

1981 

$ 52.8 

$ 22.3 

1982 

52.3 

22.1 

1983 

51.0 

21.7 

1984 

49.9 

21.3 

1985 

48.8 

21.0 

Thereafter 

553.8 

295.5 

Total minimum rent 

$808.6 

$403.9 

Executory costs 


(1.1) 

Imputed interest 


(217.0) 

Present value of net minimum 



lease payments including 
$6.4 million classified as 



current portion of capital 
lease obligations 


$185.8 


Income Taxes 


In addition to federal income taxes, Lucky 
pays taxes on income to the various states 
in which it operates. 

Other than the investment tax credit, the 
only significant difference between the 


federal statutory tax rate and the federal 
provision is the deduction allowed for state 
taxes on income. The effective rates shown 
below reflect reduction of the federal tax rate 
from 48% to 46% effective January 1,1979. 


Provision for income taxes 

1980 


1979 


1978 



Amount 

% m 

Amount 

%' 

Amount 

%' 

Federal 

Current 

$59.8 

37.3 

$75.5 

41.8 

$68.0 

43.6 

Deferred 

9.3 

5.8 

1.9 

1.0 

2.0 

1.3 

Investment tax credits 

(10.4) 

(6.5) 

(7.9) 

(4.4) 

(5.2) 

13.4) 

Total federal 

58.7 

36.6 

69.5 

38.4 

64.8 

41.5 

State 

Current 

10.0 

6.2 

12.7 

7.1 

10.7 

6.9 

Deferred 

1.1 

.7 

.2 

.1 

.3 

.1 

Total state 

11.1 

6.9 

12.9 

7.2 

11.0 

7.0 

Total income taxes 

$69.8 

43.5 

$82.4 

45.6 

$75.8 

48.5 


‘Percent of earnings before income taxes. 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 





15. Lucky Stores, Inc. 


Financial Review (continued) 


Deferred income taxes result primarily 
from our use for tax purposes of accelerated 
depreciation, actual rentals and interest 
incurred, in contrast with our use in the 
financial statements of straight-line depre¬ 
ciation, capital lease amortization and 
capitalization of interest on properties under 
development. The effects of these were 
as follows: 



1980 

1979 

1978 

Accelerated depreciation 

$ 7.1 

$3.8 

$4.3 

Capitalized interest 

2.7 

.4 


Capital leases 

(1.3) 

(•9) 

(•7) 

Other 

1.9 

(1.2) 

(1.3) 

Total 

S10.4 

$2.1 

$2.3 


Redeemable 
Preferred and 
Preference 
Shares 


At February 1,1981 there were 235,641 
shares of no par value preference shares out¬ 
standing. All shares have preference as to 
dividends and redemption value in liquida¬ 
tion and are convertible into common 
shares. All are redeemable under sinking 
funds after various stipulated dates, 225,641 


shares at $100 a share and 10,000 shares at 
$50 a share. In event of redemption, excess 
of redemption value over carrying value 
will be charged to retained earnings. 
Redemption requirements for the five years 
after 1980 are immaterial. 


Acquisitions 


On March 1,1979 we acquired substantially 
all of the assets and liabilities of Tampa 
Wholesale Company, operator of 48 Kash 
N' Karry supermarkets in western Florida. 
The cost of the acquired company was 
$26 million consisting of $9 million in cash 
and notes payable and 225,641 convertible 
preference shares. The acquisition was 
accounted for as a purchase. Accordingly, 
the results of operations of Kash N' Karry 
are included with those of Lucky from the 
date of acquisition. Revenues and net earn¬ 
ings of Kash N' Karry for its year ended 
December 30,1978 were $254 million and 


$3.5 million, respectively. Results of opera¬ 
tions for 1978 have not been presented 
on a pro-forma basis as the effect on 
previously reported results would not be 
material. 

On June 22,1979 we acquired all of the 
outstanding shares of Sedan's Market, Inc., 
operator of 12 supermarkets in central 
coastal California, for 300,000 Lucky com¬ 
mon shares. Although this transaction 
was accounted for as a pooling of interests, 
the financial statements of prior periods 
were not restated because the effect would 
not have been material. 


Employee 
Benefit Plans 


Stock options In May 1978 shareholders 
approved the 1978 stock option plan for 
employees. (Under the 1969 qualified stock 
option plan no additional options maybe 
granted after December 31,1978.) Under 
the 1978 plan, options for 2,500,000 com¬ 
mon shares may be granted. Options have 
been granted to employees under both plans 
to purchase common shares at a price not 
less than 100% of the fair market value at 
date of grant. Options may not be exercised 
within two years from the date of grant; 
expire five years (1969 plan) and seven years 
(1978 plan) from the date of grant; and 
terminate, except to a limited extent in the 
event of retirement or death of the optionee, 
upon termination of employment. The 
Management Compensation Committee of 
the Board of Directors, at its discretion, may 
settle the whole or any part of an exercis¬ 
able instalment of an option granted under 
the 1978 plan by offering payment in 


common shares, or in common shares and 
cash, in exchange for the surrender of such 
instalment or partial instalment. No more 
than one half of any settlement offer 
may be in cash. The amount of any settle¬ 
ment offered shall be the lesser of the 
option price or the excess of the fair market 
value of the shares over the option price. 
Charges to compensation expense for the 
estimated amount which will be paid in 
future years to employees who elect to 
settle options amounted to $0.4 million in 
1980, $0.7 million in 1979 and $0.5 million 
in 1978. 
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16. Lucky Stores, Inc. 


Financial Review (continued) 


Employee 
Benefit Plans 

(continued) 


Litigation 


Stock option activity 

1980 

1979 

Options outstanding at beginning of year 

Granted at $15.00 to $16.88 per share in 1980 and 

1,451,215 

1,430,080 

$15.75 to $16.13 per share in 1979 

Exercised at $12.59 to $15.38 per share in 1980 and 

408,200 

397,850 

$7.11 to $15.29 per share in 1979 

(23,682) 

(265,314) 

Terminated 

(317,449) 

(111,401) 

Options outstanding at end of year 

1,518,284 

1,451,215 


Of the options outstanding at the end 
of 1980,352,814 were exercisable at $12.61 
to $15.38 per share. Options for 1,281,295 
shares are available for future grants. 

At February 1,1981,3,135,506 authorized 
but unissued common shares were reserved 
for issuance upon conversion of convertible 
securities and exercise of stock options 
outstanding. 

Pension Plans Substantially all of our 
employees are covered by trusteed, non¬ 
contributory Company pension plans or by 
various multi-employer retirement plans 
under collective bargaining agreements. 

The cost of the Company plans was $3.5 
million for 1980, $3.4 million for 1979 and 
$3.3 million for 1978. At November 30,1979, 
the date of the latest actuarial report, the 
actuarial present value of accumulated 
vested plan benefits was $25.6 million and 
of non-vested benefits, $8.2 million. The 
assumed rate of return used in determining 
the actuarial present value of accumulated 


benefits was 6%. At November 30,1979 net 
assets available to provide for the accumu¬ 
lated benefits were $29.8 million. 

The cost for employees covered by multi¬ 
employer plans was $40.2 million in 1980, 
$32.1 million in 1979 and $27.8 million in 
1978. Accumulated benefits and net asset 
information comparable to that shown 
above for Company plans is not now avail¬ 
able for the Company's employees covered 
by the multi-employer plans. 

Incentive Compensation Plans Lucky has 
incentive compensation plans for store 
management and other management per¬ 
sonnel covering more than 3,400 employ¬ 
ees. Provision for payments to be made 
under the plans is based on pretax earnings 
in excess of a specified return on capital 
employed in Lucky's operations. The aggre¬ 
gate provision under both plans was $16.8 
million in 1980, $18.0 million in 1979 and 
$13.0 million in 1978. 


Civil suits have been brought against 
Lucky for substantial damages under the 
antitrust laws and for certain other matters. 

Among these are 18 lawsuits against 
Lucky and others, including many of the 
nation's largest food retailers, alleging 
violation of the antitrust laws in connection 
with the purchase and sale of beef. These 
cases include purported class actions that 
could involve as plaintiffs all persons in the 
United States engaged in the business of 
raising and selling cattle. These actions seek 
substantial damages and other relief, and 
adverse judgments could have a significant 
impact on the Company and its business. 

It is not possible to predict their outcome. 
Seventeen of these cases have been consoli¬ 
dated in the United States District Court, 
Northern District of Texas, Dallas Division, 
for coordinated pretrial proceedings. The 
remaining case is in the state courts of Cali¬ 
fornia, where there is pending plaintiffs' 


appeal from the trial court's dismissal of 
their complaint. The Company intends to 
defend itself vigorously in all of these cases. 

Management believes that the charges 
made against the Company in these pend¬ 
ing lawsuits are not justified and that it 
is unlikely that these lawsuits will have a 
material effect on the financial condition 
of the Company. 
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Financial Review (continued) 


Business 

Segment 

Information 


Lucky is a diversified retailer operating 
six principal types of stores which can be 
viewed as different segments of our business. 
Sales and earnings information for these 
business segments is shown in the table 
below. 

There are no sales of significance from 
one segment to another. General corporate 
expenses and net interest expense arising 


from general corporate debt and invest¬ 
ments amounted to $5.2 million in 1980, 
$5.8 million in 1979 and $2.6 million in 1978. 
These expenses enter into the determin¬ 
ation of pretax earnings of segments 
other than fabrics and restaurants, having 
been allocated on the basis of sales 
(for general corporate expenses) or assets 
employed (for net interest expense). 


Sales (in millions) 

1980 


1979 


1978 


Food stores 

$ 4,169.4 

64.5% 

S 3,692.2 

63.5% 

S 2,861.3 

61.4% 

Department stores 







(excluding concessions) 

1,665.4 

25.7 

1,520.0 

26.1 

1,265.9 

27.2 

Specialty stores 

230.4 

3.6 

227.2 

3.9 

204.3 

4.4 

Fabrics 

136.5 

2.1 

133.0 

2.3 

123.7 

2.7 

Restaurants 

77.6 

1.2 

79.5 

1.4 

66.2 

1.4 

Automotive 

189.4 

2.9 

164.0 

2.8 

137.0 

2.9 

Total 

S 6,468.7 

100.0% 

S 5,815.9 

100.0% 

S 4,658.4 

100.0% 

Eamings-Pretax (in thousands) 

Food stores 

$ 73,983 

46.2% 

S 79,763 

44.2% 

S 52,012 

33.3% 

Department stores 

41,662 

26.0 

57,430 

31.8 

53,955 

34.5 

Specialty stores 

15,092 

9.4 

14,603 

8.1 

19,047 

12.2 

Fabrics 

16,431 

10.3 

13,177 

7.3 

15,434 

9.9 

Restaurants 

(554) 

(•4) 

1,958 

1.1 

3,574 

2.3 

Automotive 

13,614 

8.5 

13,532 

7.5 

12,162 

7.8 

Total 

$160,228 

100.0% 

$180,463 

100.0% 

5156,184 

100.0% 


LIFO charge (in thousands) 


Food stores 

817,983 

S 9,902 

Department stores 

13,059 

8,314 

Specialty stores 

2,179 

1,568 

Fabrics 

2,898 

4,930 

Automotive 

1,881 

2,308 

Total 

$38,000 

S27,022 


Assets employed are those directly 
identified by segment or allocated on the 
basis of estimated usage. Corporate assets 
are principally cash and the corporate 
headquarters property. Assets employed, 
additions to property and equipment (other 
than property under capital leases) and 
depreciation and amortization are shown 
in the following tables: 


Assets employed 
(in millions) 

1980 

1979 

1978 

Food stores 

$ 649.4 

S 551.5 S 

421.9 

Department stores 

428.4 

395.4 

344.0 

Specialty stores 

73.7 

75.6 

66.7 

Fabrics 

90.4 

81.0 

83.0 

Restaurants 

43.2 

40.2 

36.2 

Automotive 

71.9 

63.7 

52.3 

Corporate 

43.6 

14.1 

38.7 

Total 

$ 1,400.6 

S 1,221.5 S 

1,042.8 


Additions to property and equipment 


(in thousands) 

1980 

1979 

1978 

Food stores 

$ 92,533 

8 55,292 

8 57,314 

Department stores 

37,068 

20,995 

32,146 

Specialty stores 

3,517 

4,169 

4,727 

Fabrics 

1,458 

652 

1,195 

Restaurants 

8,106 

8,016 

3,207 

Automotive 

4,112 

2,626 

3,625 

Corporate 


1,458 

331 

Total 

8146,794 

893,208 

$102,545 

Depreciation and amortization 



(in thousands) 




Food stores 

$ 34,889 

$30,210 

S 25,955 

Department stores 

15,021 

13,070 

11,565 

Specialty stores 

2,826 

2,485 

2,218 

Fabrics 

609 

590 

588 

Restaurants 

2,886 

2,354 

1,926 

Automotive 

2,004 

1,562 

1,422 

Corporate 

112 

112 

517 

Total 

8 58,347 

850,383 

8 44,191 
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18. Lucky Stores, Inc. 


Financial Review (continued) 


Selected Quarterly 
Financial Data 
(Unaudited) 


Supplementary 

Inflation 

Information 

(Unaudited) 


(in millions, except per share amounts) 




Per common share 



Gross 

Net 

Net 

Cash 

Price range 

1980 

Sales 

margin 

earnings 

earnings 

dividends 

(NYSE) 

Fourth Quarter 

$1,824.2 

$ 427.0 

$34.1 

$ .68 

$ .28 

13^-15 3 /4 

Third Quarter 

1,595.5 

364.6 

18.0 

.36 

.28 

M'A-nV* 

Second Quarter 

1,555.7 

361.8 

19.5 

.39 

.28 

15 -17 3 A 

First Quarter 

1,493.3 

350.6 

18.9 

.38 

.28 

13 3 A-15 3 A 

Year 

$6,468.7 

$1,504.0 

$90.5 

$1.80 

$1.12 


1979 

Fourth Quarter 

$1,740.0 

$ 406.4 

$36.8 

$ .74 

$ .25 

14 5 A-16 S A 

Third Quarter 

1,391.0 

326.6 

21.3 

.43 

.25 

14 l A-17 3 A 

Second Quarter 

1,398.7 

326.6 

22.3 

.46 

.25 

14 3 A-16V* 

First Quarter 

1,286.2 

299.2 

17.7 

.37 

.25 

WA-17'A 

Year 

$5,815.9 

$1,358.8 

$98.1 

$2.01 

$1.00 



Per share amounts, based on average shares outstanding during each period, may not add to total for the year. 
Quarterly LIFO charges are based on estimates; use of the actual inflation rate for the year would not 
materially affect quarterly results as reported. 


During the five years before 1979 the 
annual inflation rate in the United States, 
as measured by the Consumer Price Index, 
averaged about 8 percent; it increased to 
about 12 percent in 1979 and to over 13 
percent in 1980. In order to show some of 
the effects of this inflation on financial 
statements and to assist users of financial 
statement information in evaluating the 
impact of inflation on both the past and 
future performance of company operations, 
the Financial Accounting Standards Board 
(FASB) issued in 1979 its Statement No. 33 
requiring companies such as Lucky to 
supplement the financial statements with 
certain information for the latest 5 years, 
adjusted for inflation. 

Statement No. 33 requires the effect of 
inflation on the valuation of inventories 
and property and equipment, and the related 
effect on cost of goods sold and deprecia¬ 
tion and amortization expense, to be 
disclosed as supplementary information to 
the primary financial statements. This 
information must be presented using two 


different measurements, constant dollars 
and current cost. 

Under the constant dollar method, cost 
of goods sold as well as depreciation and 
amortization expense are restated into 
dollars presumed to have equal purchasing 
power. The FASB guidelines require this 
restatement to be made using the Consumer 
Price Index for All Urban Consumers (CPI) 
as a measure of the general rate of inflation. 

Under the current cost method, cost of 
goods sold is restated to reflect the specific 
costs that would have been incurred if 
all merchandise sold had been purchased 
in the current year; depreciation and 
amortization are calculated as if all prop¬ 
erty and equipment had been replaced 
at current year prices. 

In the supplementary information below 
the 1980 earnings statement is shown 
restated by the two methods outlined above: 
(1) In dollars having the average purchasing 
power of the dollar during our fiscal year 
1980, as measured by the CPI (referred to as 
"average 1980 dollars") and (2) On the basis 
of current cost. 


Consolidated earnings, year ended February 1,1981 
(in millions, except per share amounts) 

As 

reported 

As restated 

In average On the basis of 

1980 dollars current cost 

Sales 

$6,468.7 

$6,468.7 

$6,468.7 

Cost of goods sold 

4,964.7 

4,993.5 

4,964.7 

Selling, general and administrative expenses 

1,260.9 

1,260.9 

1,260.9 

Depreciation and amortization 

58.3 

87.7 

83.9 

Interest expense . 

24.5 

24.5 

24.5 

Eamings-pretax 

160.3 

102.1 

134.7 

Income taxes 

69.8 

69.8 

69.8 

Net earnings 

$ 90.5 

$ 32.3 

$ 64.9 

Earnings per common share 

$ 1.80 

$ .62 

$ 1.28 

Effective tax rate-% of pretax earnings 

43.5% 

68.4% 

51.8% 
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19. Lucky Stores, Inc. 


Financial Review (continued) 


As the purpose of restatement is to remove 
as much as possible the effect of inflation 
on reported earnings, it should be expected 
that both restatement methods would 
produce lower net earnings than reported. 
As discussed above, cost of goods sold 
and depreciation and amortization are the 
only elements of the earnings statement 
required to be restated. Sales and the other 
expenses in the earnings statement occurred 
evenly throughout the year and are pre¬ 
sumed to be in average 1980 dollars. The 
inflation adjustments reduce pretax earnings 
but do not change income taxes, because 
inflation adjustments are not deductible for 
tax purposes. Thus the effective tax rates 
on inflation-adjusted earnings are much 
higher than on earnings as reported. 

Under the constant dollar method, the 
restated cost of goods sold is calculated as 
if the inventory at the beginning of the year 
had been paid for in average 1980 dollars 
instead of the 1979 dollars we actually paid. 
A similar adjustment is necessary to express 
the ending inventory, purchased in yearend 
1980 dollars, in average 1980 dollars, but 
because the ending inventory in our earn¬ 
ings statement is on LIFO, the effect of this 
adjustment on the restated cost of goods 
sold is immaterial. The restated depreciation 
and amortization is calculated as if all of 
the buildings and equipment we own and 
all of the property we lease had been pur¬ 
chased with average 1980 dollars. 

The restatement based on the CPI, as 
required by Statement No. 33, increased 
cost of goods sold by $28.8 million. It 
should be noted, however, that the 13 per¬ 
cent increase in the CPI during 1980 was 
influenced by sharp increases in the costs 
of energy, housing and transportation. Based 
on indexes we have developed for LIFO 
and for other purposes, we believe the 
increase in the cost of the merchandise we 
sell to be between 7 and 8 percent. Restate¬ 
ment at that rate would not have changed 
materially the cost of goods sold as reported 
in the primary financial statements. This is 
because we are essentially writing off the 
effects of inflation on our inventory by 
using the LIFO method. 


Under the current cost method, the 
restated cost of goods sold is intended to 
reflect the cost of merchandise at the time 
it is sold, rather than the cost at the earlier 
date when it was purchased. Because of the 
rapid turnover of our inventory (9 times 
during 1980) there is little difference in the 
cost of merchandise between the dates of 
purchase and sale. As the use of LIFO 
essentially includes this difference in the 
cost of goods sold as reported, the cost of 
goods sold on the basis of current cost is the 
same as in the primary earnings statement. 

Depreciation and amortization are based 
on the current cost of property and equip¬ 
ment determined by using industry indexes 
and engineering estimates which represent 
the actual costs currently being incurred 
for purchase or construction of similar 
properties, and reflect the current cost of 
properties of essentially the same service 
potential as those now in use. Because they 
are estimates, however, they should be con¬ 
sidered to be approximate rather than 
precise measures of current cost. Further¬ 
more, they are not intended, and should 
not be presumed, to represent either 
the value at which the properties might 
be appraised or the prices at which they 
could be sold. 

Both constant dollar and current cost 
depreciation and amortization have been 
determined on the basis of the same straight- 
line rates used in the financial statements. 

Inflation also affects the purchasing power 
of monetary assets and liabilities. These are 
cash or claims to cash such as receivables 
which are for a fixed number of dollars, and 
borrowings or other obligations such as 
lease rentals which are payable in a fixed 
number of dollars. As the purchasing power 
of the dollar decreases with inflation, the 
monetary assets we own lose some of their 
purchasing power. Our monetary liabilities, 
on the other hand, will be paid with dollars 
of lower purchasing power ais the result of 
inflation. This represents a gain in purchas¬ 
ing power to us. Because Lucky is a moder¬ 
ately leveraged company-our monetary 
liabilities exceed monetary assets-we had 
a gain in purchasing power from those 
items of $78.3 million in 1980 and $93.5 
million in 1979. 
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20. Lucky Stores, Inc. 


Financial Review (continued) 


Supplementary 
Inflation 
Information 
(Unaudited) 
(continued) 


In addition to the restatement of current to be expressed in average 1980 dollars, 
year earnings information, Statement No. 33 based on the average CPI for each of those 
also requires selected financial information years. The table below shows this infor- 
as reported, as well as some current cost mation together with the average CPI used 

information for the latest two or five years, in the calculation. 


Selected supplementary financial information 
adjusted for changing prices 

Idollars in millions, except per share amounts) 1980 _ 1979 _ 1978 _ 1977 _ 1976 

Sales: 


As reported 

$6,468.7 

$5,815.9 

$4,658.4 

$4,035.4 

$3,637.8 

Constant dollars 

Earnings: 

6,468.7 

6,591.2 

5,893.4 

5,508.0 

5,293.0 

As reported 

$ 90.5 

$ 98.1 




Constant dollars 

32.3 

42.6 




Current cost 

Common shareholders' equity: 

64.9 

85.6 




As reported 

$ 451.6 

$ 406.1 




Constant dollars 

883.6 

822.0 




Current cost 

Excess of general rate of inflation 

796.2 

817.7 




over increase in specific 
inventory costs 

$ 29.0 

$ 41.8 




Excess (deficiency) of general 






rate of inflation over increase 






in specific prices of property 
and equipment and property 
under capital leases 

$ 82.9 

$ (106.0) 




Per common share- 
Net earnings: 






As reported 

$ 1.80 

$ 2.01 




Constant dollars 

.62 

.86 




Current cost 

Cash dividends: 

1.28 

1.75 




As reported 

$ 1.12 

$ 1.00 

$ .83 

$ .71 

$ .63 

Constant dollars 

Market price at yearend: 

1.12 

1.13 

1.05 

.97 

.92 

As reported 

$ 14.00 

$ 14.75 

$ 15.00 

$ 12.75 

$ 14.88 

Constant dollars 

Average Consumer Price Index 

13.39 

15.76 

18.25 

16.97 

21.14 

(for Lucky fiscal year, 1967-100) 

249.1 

219.8 

196.9 

182.5 

171.2 


The restatement of sales into average 
1980 dollars (based on the CPI) is intended 
to provide a five-year comparison of annual 
sales in dollars of equivalent purchasing 
power. This restatement may not represent 
the real growth in Lucky's sales, however, 
because prices of the merchandise we sell 
have increased during the past two years at 
rates little more than half die rate of the 
increase in the CPI. This relationship is 
shown in the table above by the excess of the 
general rate of inflation over the increase 
in specific inventory costs for the past two 
years. There was a similar relationship 
for our properties during 1980, but it was 
the reverse in 1979, when the specific prices 
of our properties increased substantially 
more than the general rate of inflation. 


Sales, expressed in average 1980 dollars, 
show real growth during the five year period, 
although down slighdy in 1980 from 1979, 
which was a 53 week year. If sales for the 
past five years were restated at rates based 
on our internal statistics, which we believe 
to be more representative of our experi¬ 
enced inflation rate, sales would show a 
compound annual rate of growth in excess 
of 8 percent rather than the 5 percent based 
on the CPI. 
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Report of Lucky's management has prepared the consolidated financial statements and is respon- 

Management sible for the integrity of the information in them, as well as for the other information in the 

annual report. We believe that the statements conform with generally accepted account¬ 
ing principles appropriate to our business. The statements are based on our best judgments 
and estimates where required. 

In fulfilling our responsibilities for the integrity of financial information and for safe¬ 
guarding assets, we rely upon a system of internal controls designed to provide reasonable 
assurance that our records accurately reflect our business transactions and that these 
transactions are in accordance with management's authorization. Our system of control 
includes careful selection and development of people, written policies and procedures, 
a clearly defined organizational structure, and responsibility reporting with strong budget¬ 
ary controls. These are supplemented by an internal audit staff which evaluates and reports 
to management on the adequacy of the records and the effectiveness of the controls. 

The financial statements have been examined by Price Waterhouse &. Co., independent 
accountants appointed by the Board of Directors upon the recommendation of its Audit 
Committee. Their examination provides an independent review of management's discharge 
of its responsibilities for reporting Lucky's financial condition and results of operations. 

The Board of Directors monitors our internal controls through an Audit Committee 
composed entirely of directors who are not officers or employees of Lucky. The indepen¬ 
dent accountants as well as the internal auditors have complete and free access to the 
Audit Committee, and the Committee meets periodically with them and with financial 
management to ensure that each group is properly discharging its responsibilities. 

IVAN OWEN 

President and Senior Vic.e President and 

Chief Executive Officer Chief Financial Officer 



Report of 

Independent 

Accountants 



To the Board of Directors and 
Shareholders of Lucky Stores, Inc. 

In our opinion, the consolidated financial statements appearing on pages 8 through 20 
of this report present fairly the financial position of Lucky Stores, Inc. and its subsidiaries 
at February 1,1981 and February 3,1980 and the results of their operations and the 
changes in their financial position for each of the three years in the period ended February 
1,1981, in conformity with generally accepted accounting principles applied on a con¬ 
sistent basis except for the change, with which we concur, in the method of accounting for 
inventories as described on page 12 in the financial review. Our examinations of these 
statements were made in accordance with generally accepted auditing standards and 
accordingly included such tests of the accounting records and such other auditing pro¬ 
cedures as we considered necessary in the circumstances. 


PRICE WATERHOUSE & CO. 
Oakland, California 
March 23,1981 
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Tkn-Year Summary 


22. Lucky Stores, Inc. 


_1980_ 1979 

(dollars in thousands except per share amounts) 52 Vfeeks 53 Weeks 


Sales! . $6,468,682 $5,815,927 

Percentage increase over prior year. 11.2 24.8 

10 year compounded rate of increase. 14.9 

Average annual sales per food unit. 8,047_7,575 


Earnings t 

Before income taxes. $ 160,228 $ 180,463 

Income taxes. 69,770 82,369 

Net earnings. 90,458 98,094 

Percentage increase (decrease) from prior year. (7.8) 22.0 

10 year compounded rate of increase. 11.9 

As a percent of sales. 1.4 1.7 

As a percent of average common shareholders' equity... 20.8 26.3 

Earnings per common share-primary. 1.80 2.01 

Earnings per common share-diluted. 1.76_1.93 


Dividends 

Total cash dividends paid on preferred shares. $ 1,468 $ 1,249 

Total cash dividends paid on common shares. 55,468 48,252 

Dividends paid per common share 

In cash. 1.12 1.00 

Percentage of primary earnings per share. 62.2 49.8 

In shares. 

Common stock distribution 


Shareholders 

Number of common shareholders of record. 36,221 38,016 

Number of common shares outstanding. 50,055,749 49,182,688 

Price range of common shares on NYSE. 17.75-13.50 17.75-14.13 


Other Information 

Current assets. $ 743,057 $ 683,057 

Current liabilities. 469,744 449,278 

Working capital. 273,313 233,779 

Long-term debt-operating companies. 128,489 42,624 

Long-term debt-realty subsidiaries. 106,946 110,415 

Capital lease obligations-long-term. 179,358 156,767 

Shareholders' equity 

Preferred . 17,500 18,852 

Common. 451,613 406,079 

Per common share. 9.11 8.41 

Capital expenditures-operating companies. 146,794 93,217 

Capital expenditures-realty subsidiaries. 

Depreciation and amortization. 58,347 50,383 

Inventories. 546,196 530,328 

Interest expense, net. 24,544 21,750 

LIFO charge for the year. 38,000 27,022 

Investment tax credit. 10,400 7,878 

Federal and state income taxes-percent of earnings 

before taxes on income. 43.5 45.6 

Number of employees. 65,000_63,000 


Years prior to 1978 have been adjusted for stock dividends and distributions. 
tSales and earnings for years 1971 through 1977 restated to reflect poolings of interests. 
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1978 

1977 

1976 

1975 

1974 

1973 

1972 

1971 

52 Weeks 

52 Weeks 

52 Weeks 

52 Weeks 

52 Weeks 

53 Weeks 

52 Weeks 

52 AAfeeks 

$4,658,409 

$4,035,369 

$3,637,754 

$3,229,308 

$2,784,804 

$2,401,829 

$2,066,300 

$1,845,539 

15.4 

10.9 

12.7 

16.0 

16.0 

16.2 

12.0 

14.2 

6,794 

6,043 

5,761 

5,530 

5,122 

4,522 

4,224 

4,027 

$ 156,184 

$ 128,907 

$ 101,013 

$ 99,337 

$ 85,253 

$ 69,572 

$ 63,408 

$ 64,940 

75,784 

62,432 

48,774 

48,079 

41,836 

33,426 

36,146 

29,674 

32,097 

80,400 

20.9 

66,475 

52,239 

51,258 

43,417 

33,734 

32,843 

27.3 

1.9 

18.1 

20.1 

7.2 

2.7 

11.9 

1.7 

1.6 

1.4 

1.6 

1.6 

1.5 

1.6 

1.8 

26.3 

25.4 

22.0 

23.6 

22.8 

21.2 

22.1 

25.5 

1.72 

1.41 

1.11 

1.10 

.94 

.78 

.79 

.78 

1.64 

1.34 

1.06 

1.07 

.93 

.78 

.78 

.76 

$ 168 

$ 200 

$ 208 

$ 218 

$ 255 

$ 347 

$ 371 

$ 335 

37,408 

29,565 

25,309 

23,062 

19,501 

16,961 

15,377 

12,810 

.83 

.71 

.63 

.58 

.50 

.46 

.42 

.40 

48.3 

50.4 

56.8 

52.7 

53.2 

58.9 

53.2 

51.3 

3% 

3% 

3% 

3% 

3% 

3% 

3% 

3% 

100% 

39,373 

38,694 

38,387 

38,667 

38,786 

36,491 

33,558 

29,485 

47,137,956 

42,022,784 

37,785,811 

36,644,229 

35,4 39,796 

32,631,050 

31,336,231 

30,057,642 

18.50-12.62 

15.85-12.62 

15.55-12.01 

15.79-9.55 

12.08-6.66 

13.48-8.52 

18.53-10.99 

18.60-12.81 

$ 580,303 

$ 507,441 

$ 454,333 

$ 391,600 

$ 323,604 

$ 283,085 

$ 244,467 

$ 222,123 

378,524 

332,554 

174,887 

293,716 

244,897 

244,711 

209,646 

172,885 

142,927 

201,779 

160,617 

146,703 

78,893 

73,439 

71,582 

42,393 

79,196 

59,937 

72,172 

72,201 

82,817 

37,447 

39,114 

51,571 

113,476 

129,627 

71,775 

126,669 

64,844 

122,141 

52,983 

111,600 

II 

51,760 

49,702 

45,354 

2,921 

4,426 

279,527 

4,773 

4,845 

5,238 

6,502 

8,763 

8,061 

331,430 

242,577 

230,382 

4.99 

202,587 

175,884 

162,076 

140,241 

7.10 

6.03 

5.24 

4.40 

3.86 

3.83 

3.36 

57,184 

45,365 

52,100 

8,761 

41,013 

13,486 

38,871 

4,000 

38,614 

38,445 

3,310 

38,939 

5,535 

16,953 

31,897 

44,191 

40,087 

36,144 

33,059 

29,778 

20,023 

14,530 

475,584 

388,760 

352,507 

309,649 

275,016 

238,738 

192,804 

161,452 

18,500 

18,542 

17,124 

15,609 

18,700 

7,397 

7,089 

6,165 

5,245 

4,007 

3,382 

3,247 

2,052 

2,069 

2,144 

777 

48.5 

48.4 

48.3 

48.4 

49.1 

48.1 

46.8 

49.4 

55,000 

47,000 

45,000 

42,000 

39,400 

34,000 

32,500 

31,000 
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Board of Directors 


GERALD A. AWES' 

DR. REED L. BUFFINGTON 
WILLIAM H. DYER, JR.'t 
WAYNE H. FISHER* 

DON C. FRISBEEt 
STANLEY HILLER, JR.t 
JOHN H. HOEFER 

MELVIN B. LANE 
MARYE. LANIGARt 

JOHN M. LILLIE* 

IVAN OWEN 
JAMES A. PETIT 
FORREST A. PLANT 

S. DONLEY RITCHEY* 
DWIGHT E. STANFORD 

JOSEPH A. WOODS, JR. 

FRED A. FERROGGIARO 


Chairman of the Executive Committee. Formerly Chief Executive Officer 
President of Chabot College, Hayward, California 
Retired. Formerly Chief Executive Officer 

Retired. Chairman of the Board of Directors. Formerly Chief Executive Officer 
Chairman of the Board of Pacific Power & Light Company, Portland, Oregon 
Partner, Hiller Investment Company, private investments, Menlo Park, California 
Chairman of the Board of Chiat/Day/Hoefer inc. Advertising, San Francisco, 
California 

President, Lane Publishing Company, Menlo Park, California 

Retired. Formerly Partner in Arthur Young &. Company, Certified Public 

Accountants, San Francisco, California 

Executive Vice President 

Senior Vice President and Chief Financial Officer 

President of Rancho Del Viento, Inc., farming, King City, California 

Partner in the law firm of Diepenbrock, Wulff, Plant & Hannegan, 

Sacramento, California 

President and Chief Executive Officer 

President of Leisure Time Sports, operator of bowling centers, 

San Diego, California 

Partner in the law firm of Donahue, Gallagher, Thomas & Woods, 

Oakland, California 
Honorary Director 
•Executive Committee 
tAudit Committee 


Officers s. donley ritchey 

GERALD A. AWES 
JOHN M. LILLIE 
IVAN OWEN 
MORTON GODLAS 
LEON W. ROUSH 
RICHARD C.BIAGI 
THEODORE F. BRUNNER 
KENNETH W. COPE 
DONNA L.DeMOSS 
FRANK J. DORSEY 
LESTER C. KRANHOLD 
WALTER A. NELSEN 
R. LEE PAULSON 
JERRY J. SGOBASSI 
RAYMOND H. SWEENEY 
NANCY E. BURNETTE 


President and Chief Executive Officer 
Chairman of the Executive Committee 
Executive Vice President 

Senior Vice President and Chief Financial Officer 

Senior Vice President, General Merchandise 

Senior Vice President, Food Operations 

Vice President, Real Estate 

Vice President, Manufacturing 

Vice President, Controller 

Vice President and Treasurer 

Vice President, Warehousing, Distribution and Store Systems 

Vice President, Engineering 

Vice President, Produce Merchandising 

Vice President, Management Information Systems 

Vice President, Meat Operations 

Vice President, Industrial Relations 

Secretary 


Division Presidents STANLEY H. COIN 
C. WILBUR HALL 
PETER L. HARRIS 
JACOB E.HENEGAR 
JACK A. HOOVER 
STEPHEN L. JACOBS 
ROBERT K. KENYON 
A. GAYLE PADEN 


Midwestern Food Division 
Florida Food Division 
Department Store Division 
Valley Division 
Northern Food Division 
Atherton Division 
Automotive Division 
Southern Food Division 


Subsidiary Presidents J. A. CHICK Sirloin Stockade, Inc. 

MORRIS O. JARVIS Hancock Tfextile Co., Inc. 
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